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Re: RM 8408 \AT&T’s Request for a Permanent Replacemens of the current method of
~Junding the Universal Service Fund and for adopting a temporary revenue-based
method for allocating USF costs among interexchange carriers

On behalf of Pacific Bell and Nevada Bell, please find enclosed an original and six
copies of their "Reply Commenis” in the above proceeding.

Please stamp and return the provided copy to confirm your receipt. Please contact me
should you have any questions or require additional information concerning this matter.
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REPLY COMMENTS OF PACIFIC BELL AND NEVADA BELL

Pacific Bell and Nevada Bell hereby respond to selected
issues raised in the Comments in the above-captioned proceeding.
The Comments, with the exception of Sprint's, contain
widespread support of AT&T's desire for a re-examination of the
funding of the Universal Service Fund (usF").1 However,
there is a divergence of opinion as to whether an interim change
is necessary pending any permanent changes in the funding

mechanism for USF. All the small local exchange carriers that

1 See e.g., Comments of OPASTCO, p. 5; Comments of
Southwestern Bell, p. 3; Comments of GTE, p. 2; Comments of
Ameritech, p. 2; Comments of US West, p. 2.



filed comments support an interium change.2 However, other
than the desire to have a more equitable mechanism in place, none
of them cite any special cirumstances that support the need for
an immediate change. We share their desire for a more equitable
allocation mechanism. However, as we noted in our Comments, the
danger with piecemeal changes, such as a temporary allocation
method, is that they don't attack the underlying issues and may
perpetuate other problems by removing some of the urgency in
dealing with USF and other subsidy issues.

We are very anxious for the Commission to begin a
comprehensive proceeding on all subsidy issues. Consequently, we
are concerned that an allocation of the Commission's limited
resources to consideration of an interim change will delay a
broad proceeding.

AT&T's Petition and Sprint's Opposition to it, discuss
carrier of last resort obligations.3 The obligations of the
"carrier of last resort"™ play a significant role in universal
service and we urge the Commission to include that issue in a
comprehensive proceeding on all subsidy issues.

Finally, we note that there is support for a broad
approach to universal services issues. GTE recommends that the
Commission consider all universal service funding issues within

the context of a proceeding that reevaluates national universal

2 See e.g., letter from Southwestern Rural Telephone Co-op,
Inc.; letter from K&M Telephone Company, Inc., letter from
McClure Telephone Co., letter from The Sycamore Telephone
Company; letter from Nebraska Central Telephone Company.

3 AT&T Petition, p.  9; Opposition of Sprint, p. 8.



service.? Southwestern Bell states that if the Commission
decides to consider AT&T's Petition it should also examine other
support mechanisms such as Long Term Support, price averaging,
uneconomic depreciation rates and carrier common line.>
Universal service is a complex issue that affects many
other issues, such as separations, access charges, cost
allocation. Consequently, a broad inquiry is necessary. At a

minimum, the Commission should consider AT&T's Petition as part

of a thorough examination of all universal service issues.

4  Comments of GTE, p. 2.

5 Comments of Southwestern Bell, p. 2.



However, as we have explained previously, an even better approach
would be it institute a comprehensive proceeding with respect to

all subsidy issues, both explict and implicit.

Respectfully submitted,

PACIFIC BELL
NEVADA BELL
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BETSY S.VYGRANGER

140 New Montgomery St., Rm. 1525
San Francisco, California 94105
(415) 542-7649

JAMES L. WURTZ

1275 Pennsylvania Avenue, N.W.
Washington, D.C. 20004
(202) 383-6472

Their Attorneys
Date: January 31, 1994
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